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personnel management system to the external environ-
ment of the enterprise functioning, especially changes in 
the labour market. Given that small and medium-sized 
enterprises are most sensitive to such changes, research 
into the interrelationships of human resource practices 
and the economic success of businesses is an important 
and ongoing challenge. These are SMEs that, as a mobile 
business segment, largely determine changes in the labour 
market, both quantitatively and qualitatively, through 
changes in supply and demand for labour, as well as the 
activation of entrepreneurial potential in the development 
of new activities.
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Abstract. The ability to attract and retain the talents is an important factor in the competitiveness of countries, as it is 
confirmed in our study. At the level of small and medium-sized enterprises, hiring and retaining skilled workers is one of 
the most difficult tasks of HR management, especially in transition economies with a high intensity of “leaching out” the 
skilled workers due to labour migration. Our research in Ukraine, which is a prime example of such countries, conducted 
via the cluster analysis allows us to conclude that the problems of hiring and retaining skilled workers have some con-
nection with profitability: there is almost always a problem with filling vacancies with people of all educational levels in 
unprofitable enterprises, which is not typical of profitable businesses. The main problems with filling vacancies according 
to employers’ estimations are: 1) market factors – shortage of employees with the required skills; 2) internal problems of 
ensuring the attractiveness of jobs (material – pay, and intangible – career prospects, flexible working hours, legal employ-
ment); 3) internal factors of inefficient HR management, including recruiting; 4) psycho-physiological factors of job satis-
faction. However, there are no close links between the factors of hiring effectiveness and retention of skilled workers with 
the economic success of the organization in the form of the growth of assets, revenues and stuff. This leads to the conclu-
sion that the practices of human resources management in small and medium-sized businesses in Ukraine are largely built 
chaotic, without analyzing the impact on the efficiency of the use of other resources and without providing links with the 
overall economic efficiency of enterprises.
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Introduction
Attracting and retaining talent is a recognized determi-
nant of business competitiveness, which at the global level 
is one of the factors of economic success of countries in 
GTCI, the Global Competitiveness Index (INSEAD, 2018, 
2019). Studying the relationship between the factors of 
hiring and retaining skilled workers in the HR manage-
ment system of an enterprise is important not only in the 
context of traditional efforts to accumulate and develop 
human capital. The prerequisite for the success of such 
actions is the proper organizational support of HR pro-
cesses, the adaptation of the internal components of the 
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The problem of assessing the relationship between 
human capital of enterprises and economic success in 
various forms (performance, competitiveness, increasing 
market share, etc.) is not new to the theory and practice 
of personnel management. However, the dominant vector 
of such studies is the assessment of the impact of existing 
human capital in firms (Andersén, 2019; Chitsaz et  al., 
2019). In the context of our study, interesting conclusions 
about the impact of human capital on performance were 
obtained not only on the example of large enterprises, but 
also on small and micro-enterprises (Díaz-Chao et  al., 
2016; Khan & Quaddus, 2018).
In all cases, studying the impact of human capital on 
the performance and competitiveness of enterprises, there 
were confirmed the positive links between investments 
in employee education, the accumulation of intellectual 
capital in various ways – from attracting from the outside 
environment to creating their own educational opportuni-
ties. At the same time, some researchers have even studied 
such an unexpected aspect as the ability of employees to 
“unlearning” and its impact on performance (Ruíz et al., 
2017).
In any case, research on the relationship between hu-
man capital and the economic efficiency of enterprises 
mainly focuses on the ability to accumulate and use hu-
man capital in the form of knowledge, skills, adaptability 
to change. At the same time, there are even discussions 
about which term is more appropriate at the level of the 
organization – personnel management or human resourc-
es. In response, we can agree with the thesis that “HRM 
is now more concerned with business strategy and how 
to integrate HRM in the total optimization process of the 
firm” (Westeren, 2018, p. 1708).
The emphasis on the useful use of knowledge and their 
search in the market environment somewhat reduces the 
value of another component of successful HRM – a set of 
actions for recruiting and further creating a holistic sys-
tem to meet the needs of skilled workers so that they not 
only maintain loyalty to the company but also work hard 
in favour of the overall growth of performance of the or-
ganization. Such studies are rare, especially for small and 
medium-sized enterprises, which largely determine the 
stability of local labour markets while maintaining mac-
roeconomic competitiveness and security. This requires 
more attention to assessing the effectiveness of hiring and 
retaining skilled employees in terms of relationships with 
the performance of organizations.
With this in mind, our study aims to evaluate the ef-
fectiveness of existing HR practices in small and medium-
sized enterprises in hiring and retaining skilled workers, 
and to look for links to the economic success of their busi-
ness. The goal is pursued through the following research 
objectives: (1) assessing the link between economic perfor-
mance and efforts to attract and retain talent at the mac-
roeconomic level (through an analysis of relevant factors 
outlined in the Global Talent Competitiveness Report); 
(2) search for similar relationships, including through the 
analysis of HR management practices, at the enterprise 
level, using the results of our own sociological poll.
To accomplish Task 1, we use the traditional statisti-
cal analysis methodology with finding correlating links 
of factors. Task 2 was solved using the methodological 
toolkit available in Statistica software (for cluster analysis 
of human resource management problems in relation to 
organizational success), EViews (for assessing the impact 
of selected human resource management factors on enter-
prise profitability), MS Excel – for intermediate calcula-
tions, and groupings, as well as procedures for checking 
the statistical significance of relationships and variation 
analysis of the relationships of factors.
The limitation of the methodological nature, which 
created certain difficulties in processing information, was 
the problem of the biased presentation of information in 
the business environment regarding the true results of its 
activities. In Ukraine, on the basis of which the study was 
conducted, this problem is widespread (Mishchuk et al., 
2020). However, subjectivity, which is always characteris-
tic of the method of sociological surveys, and the possible 
lack of objective reflection of the true results of the activity 
could not significantly affect the findings obtained, which 
we confirmed in the estimates of the sample representa-
tiveness.
1. Literature review
The study of the components of personnel management 
systems at enterprises is carried out in many directions 
today. In most cases, such assessments are based on an 
analysis of the actual properties of the HR management 
system at the time of the research, and therefore include 
various components of HR practices that are important in 
terms of research on a particular outcome.
Thus, by evaluating the impact on enterprise perfor-
mance, empirical evidence of the impact of efforts to cre-
ate the intellectual capital of enterprises combined with 
such components as human capital, structural capital, 
relational capital (Urban & Joubert, 2017) is obtained. 
Similar findings were obtained by Chitsaz et al. (2019) on 
the analysis of the factors of knowledge, skills, and self-
efficacy within human capital and their impact on the rate 
of entrepreneurship activities and national gross product 
in some countries.
By examining entrepreneurial success as a subjective 
relative assessment of such success, Unger et al. (2011) 
have shown that, among the areas of high-value person-
nel management, the success of a company is influenced 
by the processes of learning, knowledge acquisition, and 
the transfer of knowledge. Entrepreneurial success is of-
ten expressed in the form of subjective perception. This 
metric, along with the level of productivity, is exempli-
fied by a sample of small and medium-sized enterprises 
specializing in the field of renewable energy in order to 
evaluate relationships with human capital factors such as 
network ties, trust in network, shared vision, education 
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and experience (Yadav et al., 2018); entrepreneurship edu-
cation is also considered as important factor of success 
by Akimov et al. (2020). The economic and non-financial 
claims of businesses may also be reflected in other busi-
ness results obtained through the proper management of 
personnel, including the stages of attracting and hiring. 
Such results include, e.g. the employer’s brand and related 
market advantages (Carpentier et al., 2019; Green, 2019; 
Urbancová & Hudáková, 2017), as well as the achievement 
of strategic goals of enterprises (Clinton, 2016; Sohel-Uz-
Zaman et al., 2019).
In doing so, it is important to consider the role of hu-
man resource management within strategic agility (Aham-
mad et al., 2020), firm scale and ability to attract talents 
(Moayedfar & Madani Chafi, 2019) as well as the inten-
tion and aspirations of entrepreneurs themselves to suc-
ceed through the intensive use of human capital, including 
their own (Lee, 2019), gender and educational status of 
SMEs’ executives regarding to entrepreneurial orientation 
(Ključnikov et al., 2019).
The success of the enterprise is viewed by other re-
searchers through the self-assessment of the entrepre-
neur’s success. Thus, the criteria for evaluating success are 
often the entrepreneurs’ self-esteem based on the assess-
ment of financial situation and the success of managers’ 
perceptions relative to competitors (Baranowska-Prokop 
& Sikora, 2017; Bondarenko et al., 2018; Kramoliš et al., 
2020). Other criteria that indirectly characterize economic 
success include, e.g. the length of time a business operates 
on the market. In particular, in empirical studies of en-
trepreneurial success factors, Makhbul and Hasun (2011) 
have confirmed the greatest importance of such factors as 
the ability of entrepreneurs to access information, their 
leadership styles, and their support from others. At the 
same time, as in some other well-known studies in the 
field of entrepreneurial success, researchers believe that 
only those enterprises are successful that have been “op-
erating for at least three years” (Makhbul & Hasun, 2011, 
p. 117).
The factors of hiring and retaining skilled workers at 
enterprises are very often considered in the system of re-
lationships with the economic success of enterprises not 
literally, but indirectly – by measuring employees’ satisfac-
tion with the quality of the entire HR management sys-
tem or its individual components (Grishnova et al., 2019; 
Maamari & Alameh, 2016; Mishchuk et al., 2016), includ-
ing for certain categories of employees – senior workers, 
foreigners, women, etc. (Heywood & Jirjahn, 2016; Hipp, 
2020; Richardson, 2016), the use of corporate social re-
sponsibility (Gallardo-Vázquez & Lizcano-Álvarez, 2020; 
Oliinyk, 2017) and social dialogue tools (S. Bilan et  al., 
2020a).
Thus, the theoretical basis for analyzing entrepreneuri-
al success through the factors of quality management per-
sonnel today includes many concepts of factor analysis, 
which largely depend on the objectives of the study – the 
impact of the entire human resource management system 
or only its fragments that are the most relevant for some 
reason, including the holistic perception of needs satis-
faction (Mishchuk et al., 2019). The results of such stud-
ies are always somehow or other related to the success 
rate of businesses. It makes both future opportunities 
to improve HR-management and further development 
of the enterprise dependant on it. Taking this into ac-
count, the choice of factors for own research will focus 
on improving the system of factors for attracting and re-
taining skilled workers, which are based on surveys of 
entrepreneurs while comparing global competitiveness 
trends (INSEAD, 2018, 2019). And the indicators that 
will be taken as results that illustrate entrepreneurial suc-
cess need to be refined, considering existing approaches 
to their identification.
As it was mentioned above, such indicators include 
self-assessment of entrepreneurial success, the duration 
of business activities (as a certain indicator of viability), 
the achievement of strategic goals, and other subjective or 
indirect performance indicators.
At the same time, for our own research we consider 
such indicators more reasonable that, firstly, more clearly 
characterize the quantitative side of the success of enter-
prises, and therefore are less debatable and allow forming 
a comparable base of comparisons. Secondly, such indica-
tors for comparisons of micro- and macro-level character 
should be comparable with the indicators used today in 
the system of national accounts and statistics of economic 
activities of enterprises.
Such indicators recognized in both statistical reporting 
and scientific literature are: firm performance (Horvatho-
va & Mokrisova, 2020; Lee, 2019; Yousuf et al., 2019; Zhu 
et al., 2019), revenue or a firm’s growth, personal wealth 
creation, profitability, sustainability, turnover (Dafna, 
2008; Perren, 2000; Narkunienė & Ulbinaitė, 2018; Watson 
et al., 1998). Given that we will also conduct comparisons 
at the macro level, typical performance measures in the 
form of total and factor productivity (labour productivity) 
and other partial indicators of employment growth will be 
used as business performance, which is justified in (Y. Bi-
lan et al., 2020b). At the same time, HR management per-
formance indicators, which accumulate at the level of the 
national economy and generally characterize the ability to 
retain and attract skilled labour, are today methodologi-
cally best justified in GTCI in the form of Brain gain and 
Brain retention factors (INSEAD, 2018, 2019).
2. Methodology
We evaluated the efficiency of human resource practices 
in hiring and retention of skilled employees at two levels – 
macroeconomic and enterprise level.
For the macroeconomic conclusions regarding the ef-
fectiveness of HR management in attracting and retaining 
talent, hypothesis H1 has been suggested for the significant 
influence of retention and engagement factors of talent 
(skilled workers) on economic performance.
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To justify this hypothesis, we select the factors Brain 
gain and Brain retention, respectively, as reported in the 
Global Talent Competitiveness Report (INSEAD, 2018, 
2019) and determined by different approaches to their 
numerical expression:
х1 – Brain gain value (1 = country doesn’t attract tal-
ented people from abroad; 7 = country attracts to 
a great extent the best and brightest from around 
the world);
х2 – Brain gain score (0 = country doesn`t attract 
talented people from abroad; 100 = country at-
tracts to a great extent the best and brightest from 
around the world);
х3 – Brain retention value (1 = country doesn’t retain 
talented people – the best and brightest leave to 
pursue opportunities abroad; 7 = country retains 
to a great extent – the best and brightest stay and 
pursue opportunities in the country);
х4 – Brain retention score (0 = country doesn’t retain 
talented people – the best and brightest leave to 
pursue opportunities abroad; 100 = country re-
tains to a great extent – the best and brightest stay 
and pursue opportunities in the country).
As resulting indicators of the impact of these factors, 
we selected cumulative indicators of individual economic 
success of the enterprises of EU countries (EU-28 coun-
tries), economic activities “Total business economy; repair 
of computers, personal and household goods; except fi-
nancial and insurance activities”, available in the relevant 
statistical databases (Eurostat, 2020a, 2020b):
y1 – Turnover or gross premiums written (million 
euro);
y2 – Gross operating surplus (million euro);
y3 – Employees (number);
y4 – Apparent labour productivity (Gross value added 
per person employed, in thousand euro);
y5 – Gross fixed capital formation (current prices, mil-
lion euro).
To estimate the impact, we calculate the percentage 
change (increase/decrease) of above mentioned factors 
and results in final year to previous (initial) one:
%  100,final initialchange
initial
−
= ×  (1)
where increase is a positive percentage change, decrease is 
a negative percentage change.
The connection is verified by a correlation method 
based on a built-in function in MS Excel (PEARSON (Ar-
ray1; Array2)) with a calculation of Pearson correlation 
coefficient:
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Values are interpreted using the scale given in (Hussin 
et al., 2014; Babiarz et al., 2020, p. 88).
T-test also called as Student’s T-test was used as sta-










where n is the number of observations, r is a correlation 
coefficient.
At the enterprise level, we conducted our own socio-
logical survey to assess the impact of the effectiveness of 
attempts regarding hiring and retaining of skilled employ-
ees. The study was conducted on the example of one of 
the regional centers of Ukraine (Rivne), which belongs to 
the cross-border region with high migration and entre-
preneurial activity, and HR management practices should 
therefore be sufficiently flexible. The survey embraced 526 
respondents, including 170 business owners. The survey 
was conducted in June–September 2018.
Given the Cochran formula (Cochran, 1977), it can be 
argued that this sample size provides the level of precision 
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where n is sample size (526 employees, incl. 170 business 
owners), N – population size (13  570 employees, 2746 
SMEs – according to the data of the State Statistics Ser-
vice of Ukraine for the region in which the survey was 
conducted); z – standard normal variable (z = 1.96 at 95% 
confidence level), р – proportion or degree of variability = 
50%, e – the level of precision.
We used indicators in the form of turnover growth, 
total asset value, number of employees, productivity, and 
profitability as indicators of entrepreneurial successes 
that are subject to validation, similar to the scholars’ pre-
vious arguments (Dafna, 2008; Lee, 2019; Perren, 2000; 
Narkunienė & Ulbinaitė, 2018; Watson et al., 1998). 
Therefore, the following hypotheses were tested at the 
enterprise level:
Н2 – problems with filling vacancies in enterprises 
that have become widespread in the local labour 
market are caused not so much by market factors 
as by the lack of the effectiveness of actions in the 
HR management system;
Н3 – effective HR practices to attract and retain skilled 
workers have a positive impact on the enterprise’s 
economic success.
The identification of the variables (factor and result) 
that were used to find relationships is presented in Table 1. 
Var1–Var21 variables characterize the HR management 
areas of small and medium-sized enterprises, and Var22–
Var27 variables – the economic success of business activi-
ties.
The search for relationships between the selected vari-
ables (Table 1) was implemented using the method of clus-
ter analysis, the main purpose of which is to divide the 
set of objects and features under study into homogene-
ous in the appropriate sense of the group or cluster. This 
method was chosen because of its advantages, the main 
of which in our case is the ability to group objects not 
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by one parameter, but by a set of features. In addition, 
cluster analysis, unlike most mathematical and statistical 
methods, does not impose any restrictions on the type of 
objects under study, and allows considering a set of source 
data of almost arbitrary nature. After all, in our case, the 
indicators (Table 1) have different representations (quan-
titative data, qualitative data, fuzzy data) and correspond 
to different measurement scales (metric and non-metric), 
which complicates the application of traditional econo-
metric approaches. In addition, taking into account that 
the original data is a sample of n = 170 observations on 
m = 27 features, it is the cluster analysis that allows con-
sidering this large amount of information and reducing it 
significantly, compressing a large array of socio-economic 
information, making it compact and clear.
In addition, cluster analysis can be used cyclically, 
which we used in the process of step-by-step elimination 
of variables that showed insignificant relationships with 
others. In this case, each cycle can provide information 
that can significantly change the direction and approaches 
to its further application. The results of the cyclical appli-
cation of the cluster analysis methodology are given below 
in Section 3. Empirical findings.
At the same time, we also took into account that in 
the issues of socio-economic modelling of the influence 
of factors, cluster analysis is quite well combined with 
other quantitative methods, such as correlation-regression 
analysis.
It is the method of correlation-regression analysis that 
was used to further identify the relationship between vari-
ables that were previously analyzed by the cluster meth-
od. Correlation analysis, like other statistical methods, is 
based on the use of probabilistic models that allow de-
scribing the behaviour of indicators in some general total-
ity, from which the studied values are obtained.
Among the variables selected for the study, there are 
discrete variables, i.e. the fact of the presence or absence 
of a feature in the i-th observation is indexed by the num-
bers 1 (presence of a feature) and 0 (absence of a feature). 
Therefore, when constructing mathematical models, the 
following were chosen, which are based on the functions 
of the standard normal distribution N (0.1) (Probit mod-
el) and the functions of the standard logistics distribution 
(Logit model).
The implementation of the methods selected for the 
study was carried out using the software products of Sta-
tistica (for cluster analysis of human recourse manage-
ment issues in relation to organizational success), EViews 
(for assessing the parameters of Probit and Logit models 
and their verification to investigate the impact of selected 
human resource management factors on enterprise profit-
ability), MS Excel – for the grouping of actors, checking 
the statistical significance of relationships, as well as vari-
ation analysis and correlation relationships of factors.
3. Empirical findings
At the macroeconomic level, the following results of inter-
action of factors and economic success of business activi-
ties are established (Table 2).
It follows from Table 2 that the increase in the ef-
ficiency of attracting talents (x1, x2) strongly influences 
Table 1. Identification of variables to reveal the effectiveness of 
actions as to attracting and retaining skilled workers, as well as 
the economic success of enterprises  
(source: developed by the authors)
Variables Description Answer options
Var1
Success of efforts 
to, %
attract skilled workers to the 
enterprise 
Var2 retain skilled workers in the enterprise
Var3 socially protect the employees of the enterprise







Var7 Problems with 

















There are few or no candidates 
who have the required skills, 
experience and potential
Var14 Vacancies are not related to “official” employment
Var15 The work quality of the HR or recruiting firm is poor
Var16
The offered salary and other 
compensation are lower than 
the candidates’ wishes (mid-
market ones)
Var17 Career opportunities are lacking or limited 
Var18 Flexible scheduling or remote work is lacking or limited
Var19 Working conditions cause health problems 
Var20
The psychological climate in 
the team is characterized as 
conflicting
Var21
The company’s reputation 







Var23 total value of assets
Var24 the number of employees
Var25 work efficiency
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such economic results as the increase in the number of 
employees and the value of fixed assets of enterprises (y3, 
y5). According to the relevant recommendations (Babiarz 
et al., 2020; Hussin et al., 2014), such a relation is estimat-
ed as average – within the correlation coefficient values  of 
0.4–0.59. In terms of talent retention (x3, x4), the correla-
tion relationships with the results are somewhat lower and 
insufficient to conclude that there are significant or even 
moderate relationships. The tightest among them (close to 
the lower boundary of the average bond strength) is the 
impact of talent retention on the growth of fixed assets of 
enterprises. Weak, but positive, links to such efforts are 
found in the growth of business turnover (y1).
As we can see, according to statistics on talent reten-
tion and involvement and their impact on the economic 
performance of enterprises in EU countries, hypothesis 
N1 can be partially confirmed. The impact of efforts to 
attract and retain talent is thus not strong enough, as 
it was expected, but some of the relationships are of 
medium-strength, and are therefore important to operate 
them for higher economic results, as it was confirmed in 
other studies (Y. Bilan et al., 2020b).
Therefore, after the partial confirmation of the H1 
hypothesis at EU level, it is necessary to detail the rea-
sons that may provoke insufficient links between the ef-
fectiveness of HR management and the economic success 
of enterprises, which is the task envisaged to test the H2 
hypothesis.
This study was carried out by means of cluster analysis 
using Statistica. Figure 1 shows the constructed dendro-
gram for all 27 variables, the self-assessment to which was 
collected during the sociological survey.
As it can be seen from the figure, the group of fac-
tors most closely monitored in the global competitiveness 
report (Var 1–2) and the factor that may affect them (we 
introduced it for an additional analysis – Var 3) are not 
sufficiently related to other variables. The same conclu-
sion is made on the basis of the correlation matrix analysis 
(Figure 2).
We can therefore state that in the sample of enterprises 
surveyed, efforts to retain and attract skilled workers have 
not yet become an attribute of management aimed at in-
creasing the overall competitiveness of enterprises – such 
efforts are so far unrelated to the variables characterizing 
output / economic successes (Var 22–27).
Further analysis consisted in step-by-step elimination 
of variables that, by the results of correlation and cluster 
analysis, did not have sufficiently significant links to the 
results and other groups of problems that were grouped in 
certain clusters. This made it possible to obtain the follow-
ing classes of problems in hiring skilled workers in terms 
of economic profitability in the form of business profit-
ability – Var 26–27 (Figure 3).
Table 2. Correlation coefficients of enterprise economic success 
and HR management effectiveness in attracting and retaining 
talent in the EU (statistically significant correlation coefficients 





Performance indicators of HR management in 
attracting and retaining talent
х1 х2 х3 х4
у1 0.137 0.163 0.315 0.286
у2 0.017 0.047 0.150 0.168
у3 0.447 0,466 0.310 0.241
у4 –0.166 –0.103 0.159 0.203
у5 0.395 0.498 0.280 0.359
Figure 1. Dendrogram for Var1 – Var27 variables (source: developed by the authors)
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  Var1 Var2 Var3 Var4 Var5 Var6 Var7 Var8 Var9 Var10 Var11 Var12 Var13 Var14 Var15 Var16 Var17 Var18 Var19 Var20 Var21 Var22 Var23 Var24 Var25 Var26 Var27
Var1 1
Var2 0.50 1
Var3 0.37 0.57 1
Var4 –0.06 –0.07 –0.05 1
Var5 –0.08 –0.16 –0.13 –0.19 1
Var6 0.10 0.18 0.14 –0.29 –0.87 1
Var7 –0.04 –0.10 –0.11 0.28 –0.07 –0.06 1
Var8 –0.18 –0.29 –0.19 –0.06 0.37 –0.32 –0.16 1
Var9 0.19 0.32 0.23 –0.12 –0.30 0.34 –0.31 –0.86 1
Var10 0.02 –0.11 –0.05 0.27 –0.02 –0.11 0.30 0.15 –0.32 1
Var11 –0.15 –0.24 –0.15 –0.08 0.26 –0.21 0.06 0.60 –0.60 –0.17 1
Var12 0.11 0.27 0.15 –0.09 –0.24 0.27 –0.23 –0.65 0.73 –0.45 –0.79 1
Var13 –0.03 –0.14 –0.10 0.00 0.22 –0.23 0.16 0.13 –0.16 0.18 0.08 –0.20 1
Var14 –0.09 –0.19 –0.43 –0.11 0.02 0.02 0.01 0.16 –0.16 0.05 0.17 –0.17 0.20 1
Var15 0.08 0.00 –0.01 0.08 –0.04 –0.03 0.03 –0.08 0.09 –0.12 0.01 0.04 0.13 0.07 1
Var16 –0.26 –0.41 –0.34 –0.06 0.23 –0.19 0.06 0.28 –0.29 0.07 0.23 –0.24 0.27 0.16 0.18 1
Var17 –0.23 –0.31 –0.32 0.03 0.28 –0.31 –0.02 0.19 –0.16 –0.10 0.14 –0.06 0.09 0.16 0.28 0.52 1
Var18 –0.07 –0.16 –0.12 0.03 0.23 –0.25 –0.03 0.17 –0.15 –0.10 0.21 –0.11 0.24 0.11 0.13 0.21 0.32 1
Var19 –0.08 –0.18 –0.07 –0.11 –0.06 0.08 –0.15 0.06 0.01 –0.11 0.06 0.02 –0.11 0.20 0.27 0.08 0.07 0.17 1
Var20 –0.06 –0.13 –0.11 –0.02 0.00 –0.04 –0.08 0.00 0.03 –0.15 –0.04 0.14 –0.04 0.11 0.22 0.10 0.20 0.34 0.58 1
Var21 –0.14 –0.25 –0.18 –0.03 0.01 –0.02 0.03 –0.04 0.02 –0.16 0.00 0.11 0.12 0.15 0.31 0.20 0.21 0.27 0.37 0.49 1
Var22 0.19 0.11 0.18 –0.10 –0.02 0.07 –0.16 –0.01 0.10 0.03 –0.10 0.06 0.07 –0.05 –0.06 –0.20 –0.11 0.07 0.08 0.15 –0.01 1
Var23 –0.01 0.02 0.07 0.25 –0.06 –0.06 –0.02 0.06 –0.04 –0.04 –0.07 0.09 –0.05 –0.03 0.03 –0.02 –0.03 –0.01 0.15 0.14 0.07 0.38 1
Var24 0.13 0.08 0.06 –0.06 0.05 –0.02 –0.08 –0.03 0.08 –0.05 –0.03 0.06 –0.01 0.00 0.00 –0.16 –0.05 0.06 0.03 0.10 0.14 0.64 0.33 1
Var25 0.05 0.11 0.16 –0.10 –0.04 0.07 –0.17 –0.13 0.21 –0.08 –0.19 0.22 0.05 0.01 0.01 –0.16 0.02 0.07 0.10 0.14 0.19 0.45 0.14 0.37 1
Var26 0.14 0.08 0.07 –0.24 0.14 –0.02 –0.26 0.11 0.06 –0.10 0.01 0.05 0.09 0.18 0.01 –0.09 0.05 0.14 0.11 -0.03 -0.04 0.25 0.11 0.23 0.20 1
Var27 –0.14 –0.08 –0.07 0.24 –0.14 0.02 0.26 –0.11 -0.06 0.10 -0.01 -0.05 -0.09 -0.18 -0.01 0.09 -0.05 -0.14 -0.11 0.03 0.04 -0.25 -0.11 -0.23 -0.20 -1.00 1
Figure 2. Correlation matrix for Var1–Var27 variables (source: developed by the authors)
Figure 3. Dendrogram for the variables with the tightest bonds in HR management system in the  
surveyed enterprises in terms of profitability (source: developed by the authors)
The results of the analysis allow us to draw the follow-
ing conclusions within the framework of the H2 hypoth-
esis testing. Problems with filling vacancies can be divided 
into two groups in which problems are ranked as follows 
(the total rank is calculated as the sum of points on each 
question, given that the maximum score was 7): 
Group 1 – Market and internal factors that determine 
the attractiveness of jobs in a competitive environment of 
employers:
 – Subgroup 1.1 – market factors of labour supply
 – Var13 (There are few or no candidates who have the re-
quired skills, experience and potential) – total rank = 689
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 – Subgroup 1.2 – internal factors of attractiveness of 
workplaces 
 – Var16 (The offered salary and other compensation 
are lower than the candidates’ wishes (mid-market 
ones) – total rank = 630
 – Var17 (Career opportunities are lacking or limited) – 
total rank = 471
 – Var18 (Flexible scheduling or remote work is lacking 
or limited) – total rank = 406
 – Var14 (Vacancies are not related to “official” employ-
ment) – total rank = 330
Group 2 – internal quality factors of HR-management 
and social responsibility of the enterprise, which deter-
mine the prospects of development of enterprise potential:
 – Subgroup 2.1 – internal quality factors of HR-man-
ager’s work 
 – Var15 (The work quality of the HR or recruiting firm 
is poor) – total rank = 269
 – Subgroup 2.2 – psycho-physiological factors of job sat-
isfaction
 – Var19 (Working conditions cause health problems) 
– total rank = 208
 – Var20 (The psychological climate in the team is char-
acterized as conflicting) – total rank = 196
 – Var21 (The company’s reputation among consumers 
of products is poor) – total rank = 180
Therefore, as it was expected, the problems of hiring 
and retaining skilled workers are more related to the in-
ternal factors behind the poor performance of HR man-
agement. Market factors, the influence of which is often 
explained by problems in filling vacancies in local labour 
markets, especially in cross-border regions, have not been 
as influential and widespread. The obtained links can 
therefore be interpreted as links with the reverse influence 
of the quality of personnel management in enterprises 
on the labour market: insufficient effectiveness of efforts 
Table 3. Results of verification of the factors relationships (Var 1–3) to the profitability of business activities based on  
Logit and Probit models (source: developed by the authors)
Logit-model
Dependent Variable: Y
Method: ML – Binary Logit (Quadratic hill climbing)
Date: 02/05/20   Time: 20:21
Sample: 1 170
Included observations: 165
Convergence achieved after 4 iterations
Covariance matrix computed using second derivatives
Variable Coefficient Std. Error z-Statistic Prob.  
X1 0.002304 0.013395 0.171995 0.8634
X2 0.013872 0.014444 0.960434 0.3368
X3 –0.000443 0.010545 –0.042011 0.9665
C 1.265194 0.701502 1.803550 0.0713
McFadden 
R-squared 0.021460 Mean dependent var 0.903030
S.D. depen-
dent var 0.296817 S.E. of regression 0.296915
Akaike info 
criterion 0.671566 Sum squared resid 14.19357
Schwarz 






deviance 105.0632 Restr. log likelihood –52.53158




Dep = 0 16 Total obs 165
Obs with 
Dep = 1 149
Probit-model
Dependent Variable: Y
Method: ML – Binary Probit (Quadratic hill climbing)
Date: 02/05/20   Time: 20:20
Sample: 1 170
Included observations: 165
Convergence achieved after 4 iterations
Covariance matrix computed using second derivatives
Variable Coefficient Std. Error z-Statistic Prob.  
X1 0.001276 0.006373 0.200172 0.8413
X2 0.006837 0.007145 0.956951 0.3386
X3 –0.000307 0.005407 –0.056689 0.9548
C 0.813246 0.370500 2.194994 0.0282
McFadden 
R-squared 0.020655 Mean dependent var 0.903030
S.D. depen-
dent var 0.296817 S.E. of regression 0.297062
Akaike info 
criterion 0.672079 Sum squared resid 14.20759
Schwarz 






deviance 105.0632 Restr. log likelihood –52.53158




Dep = 0 16 Total obs 165
Obs with 
Dep = 1 149
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to create an attractive workplace in all aspects (hygienic 
working conditions, psychological and economic motiva-
tional factors, organizational support for HR-processes) 
is either a “push” factor, or at least one that reduces the 
attractiveness of employment for existing jobs. This is the 
very reason for the formation of negative tendencies for 
the employment of skilled workers, not the objective rea-
sons for the lack of a suitable job offer.
This conclusion can be confirmed by the results of test-
ing the hypothesis H3.
As it can be seen from Figure 3, there are always prob-
lems with filling enterprises with higher education (Var4), 
post-secondary education (Var7) and secondary education 
(Var10) at unprofitable enterprises (Var27). Conversely, 
profitable enterprises (Var26) have never had a problem 
filling vacancies with education of the appropriate level – 
higher education (Var6), post-secondary education (Var9) 
and secondary education (Var12).
Meanwhile, such links are only fixed on results in the 
form of the profitability of enterprises. As for the other 
indicators of economic success we have analyzed in the 
form (Var 22–25), the belonging to a particular cluster is 
not recorded, as well as sufficiently dense correlation rela-
tionships in the constructed correlation matrix.
Further analysis of the relationship between the profit-
ability of enterprises and the factors of recruitment and 
retention of skilled workers (Var 1–3) within the HR 
management systems created by enterprises (profitability 
of enterprises) also did not confirm the existence of sig-
nificant influences for the use of such factors in economic 
modelling. Thus, using the EViews analysis package in the 
group of enterprises in which the respondents confirmed 
their profitable activities (Table 3), such relationships are 
not proved. 
As it can be seen from the results of the audit, in the 
sample of enterprises, the factors of quality of retention 
and involvement of skilled personnel, including social 
protection instruments, do not have any impact on the 
positive financial results, which are obviously still achieved 
by other factors.
Discussion 
Our research confirms slow development of effective hu-
man capital practices even in traditional directions of hir-
ing and retaining of well-educated and skilled employees 
in transitive economy. At the same time, the well-known 
and typical efforts within the HRM activities aiming at 
attraction and retention of skilled workers, defined by 
other researches (Green, 2019, Maamari & Alameh, 2016; 
Richardson, 2016), remain important for the success of 
hiring practices. They are connected with external market 
factors, but are mainly derived from internal effectiveness 
of HR policy, including social responsibility in workplaces 
and adjustment of appropriate working conditions. How-
ever, it still remains a problem how to connect successful 
hiring and retention activities within the framework of 
HRM with overall management strategy aiming at market 
and financial success; at least it remains a practical prob-
lem in HRM in immature economies.
Analyzing this problem, it is necessary to take into ac-
count more meticulously the sectoral, regional features of 
HRM in terms of hiring and retaining employees of small 
and medium-sized enterprises, which are often due to sec-
toral and regional variations in shadowing and job costs.
In addition, to confirm whether the weak impact of 
recruitment and retention measures on the financial and 
economic performance of small and medium-sized enter-
prises should be linked to the immaturity of the economy, 
a similar study should be conducted in large organizations, 
where the level of profitability of operating activities and 
unit costs for personnel is higher, and turnover is lower.
Considering negative consequences and inappropri-
ate attention of business owners to effective practices of 
personnel management in hiring and attraction of skilled 
employees, the further researches in transitive economies 
are necessary. Particularly, researches of social dialogue 
effectiveness, its dimensions in human resources devel-
opment and retention should be developed via analysis 
of links with financial and other market consequences 
for enterprises. Combining researches of modern HRM 
trends with overall organisational success indicators can 
lead to useful implications for labour market policy mak-
ers; meanwhile, it can be a good evidence of importance 
and economic expediency of responsible personnel man-
agement policy for business owners.
Conclusions
According to the results of our research, we can draw the 
following conclusions. The competitiveness factors of en-
terprises formed within HR management systems have a 
recognized importance of influencing economic success 
proven by many studies. Such theoretical and empirical 
testing, which is regularly carried out on the example of 
enterprises of different activities, sizes and countries, to-
day has numerous evidence that human capital can be an 
effective factor of economic success in the form of growth 
in sales revenue, enterprise assets, profits, expansion of 
its volume in the form of jobs increase. On the example 
of EU countries, we have confirmed certain patterns in 
the formation of positive economic results (most notably 
the increase in turnover and the value of fixed capital) on 
the basis of effective actions to attract and retain skilled 
workers. 
The power of influence of such factors, however, may 
be ambiguous and have significant differences depending 
on the HR strategies chosen. Thus, in enterprises where 
HR-management strategies are implemented without a 
clear link with the analysis and management of factors 
of employment relations, the corresponding results of 
insufficient effectiveness of influence of quality of work 
with personnel on the economic results of enterprises 
are obtained. In the group of small and medium-sized 
Business: Theory and Practice, 2020, 21(2): 780–791 789
enterprises, which theoretically should be the most mo-
bile and flexible in the implementation of modern levers 
of human resources management, such connections have 
proved not sufficiently close. The main groups of problems 
of modern personnel management at such enterprises are 
mainly internal ones, related to inefficient organization of 
hiring, personnel development, organization of jobs and 
motivation. Accordingly, insufficient attention to the factors 
of personnel management was that the formerly redundant 
labour market had turned into a labour shortage with acute 
shortage of skilled labour. This is particularly noticeable for 
businesses that are unable to provide profitable activities 
through the use of other factors other than personnel. It 
is this group of businesses that faces the most significant 
problems with filling vacancies. However, the effectiveness 
of recruitment and retention efforts today has no significant 
link with economic performance other than profitability.
Comparing the results with other research in the field 
of study it should be noted that entrepreneurship in im-
mature economy does not always reflect positive links be-
tween human capital factors and entrepreneurial success, 
as it was emphasized in some similar researches (Chit-
saz et al., 2019; Westeren, 2018; Unger et al., 2011; Yadav 
et  al., 2018). In the reviewed group of enterprises some 
similarities were obtained only in links with profitability.
Thus, оur findings indicate that in the labour market 
of transition economies, where business owners do not 
have a clear orientation and build effective HR practices 
and high social responsibility to employees, personnel 
management processes are mostly chaotic, without a clear 
dependence on other business processes at enterprises. 
The persistence of such personnel behaviours prevents 
the use of well-established mechanisms of using HR fac-
tors as tools to enhance economic success. Moreover, such 
disagreements with the overall enterprise competitive-
ness management system have an even more dangerous 
external effect – the gradual leaching of the most skilled 
part of the human resources of the local labour market to 
the benefit of other regions and countries that cannot be 
quickly compensated, even under the influence of force 
majeure and the forced return of part of the Ukrainian 
migrant population under the conditions of pandemic. 
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